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OFFICE OF NEPORTS AND DSTIVATES, CIA
FAR FAST/PACIFIC BRANCH

INMIELLIGENCE HIGHLIGHTS N0, 55
8 June =« 14 June 1949
SECTION I. SULIIARY OF FAR BAST TRENDS AND DEVELOPMENTS
US attempts to gain international status for Japan guffered
another setback when the Paris ITU sonference voted against seating

the Japanese delegetion (p. 2).
25X6

The failrly serious and prafracted border elash iz isolated Cngjiin
peninsula, while presently quiescent, has led to a weakening of +the
Republic of Korea's security forves {p. 3).

The shift of CCP "soldier<heroe™ CHEN and LIU from combat sommands
to administrative taske in the Yangtze valley may indicate thet the
Chinese Commiunists are becoming more concerned with future pease than
present warfare (p. 4). Meanwhils, the reenforcemsnt of the Nationalist
position in Taiwan by troops evecuated from the mainland has oompounded
?he ognfusisn there and Communist infiltration of the island continues

Pe B

Wrile Bao Dai still faces problems in the seleotion of his gabinet.
French militarists and colonials in Indoohina continue +o hope for a
vi;;orc)ms suppression cempalpn which will restore firm French cantrol
(p. 6).

The unexpected resipnation of Senator Tanada from the Quirinista
faction of the Libersl Party during the recent convention may further
woaien Quirino's position in the Yovember presidential race (p, 7)o

“The narginal notations used in succeeding seotions of Lhis Heekly
("A", "B", or "C") indiosts the importince of the items in B/¥E opinton

with "A" representing the most important.
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SECTION II. DEVELOPHENTS IN SPECIFIED AREAS

- GENERAL

- ITU membership for Japan blocked~~The US received another major set- by

back in its attemnts to gain fuil international status for Japen on

10 June when the Paris conference of the International Telecommunica-
tiong Union voted 24 to 23 (with 7 abstentions) against seatinp the
Japanese Government delegation. This action followed previous con~
foerence efforts to admit SCAP revresentatives as obserwvers and Japanese
nelegation members as technicians, a status whioh the US could not
sccept without abandoning its position that Japan wae entitled to full
rights of ITU membership. To avoid compromising this position further,
the SCAP representatives will now attach themselves to the US delepation,
and the Japanese members will not perticipate.

Despite the fact that Japan wus admitted to full membership in the
ITU without opposition at the plenary session of the confersnce in
Atlantic City in 1947, France, as host nation, refused last April %o
extend an invitation to Japan on the prounds that SCAP's approval of
Jopanese membership wes first subject to sonsideration by the Far Eastern
Council (FEC). The Commonwealth nations genermlly supported this view,
questioning not only the lerality of SCAP's authority over Japan's
externel affeirs, but expressing concern over US attempts to “"short-
circuit"™ the FEC. The US held that Japanese participation in interne-
tional affairs wes necessary for proper development of responsible
povernnent in Japan, and that in the absence of specific FEC poliey
or US direotive, SCAP had acted within ita broad executive power provided
by the "Basic Post-Surrender Policy®™. It is this view which was opposed
by the 10 June conference vobe, That the Commonwealth naticns were
strongly oppoesed %o the US view presages difficulties in implementing the
policy of progressive Japanese resumntion of international responaibilities
pending pesace treaty nepotiations and emphasizes once apain the coniliet
batween the national interests of the US and its Western allies in the
Pecific. That the Soviet Satellite bloc wms surprisingly quiet on the
nuegtion of Japants participation indicates the probablility that the
USSR is wary of nullifying the propegande effect of its recent peacs
treaty proposal for Japan.

o]
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Lorder clashea continue-~Following the withdrawal of US border troops rRe
along the 38th Parellel in January 1949, incidents have continmed at

an accelerated rate and on a lerper scale, A nejor engaprement in the

Faesorig ares, 30 miles north of Seoul, in carly Muy has been followsd

by a lonmer bettle on the Ongiin peninsula, invelving a rencrted 2,400
Korean Army personnel, 800 National Folice, and 1,000 north Korean

froops. Action ocontinued at intermittent intensity for more than two

weeks and has now diminished to sporadis reide, whils north Korean

foroes still hold & salient south of the 38th Parallel.

The Korean Republie oannot maintain the defenses of the Ongiin
peninsule apainat strong attack because the aree can be supplied from
vhe south only by sea. Despite this obvious tectieal disadvantare and
the warninrs of US advisors, over 1,600 troops were dispatched 1o rein-
voree the Ongjin garrison when fiphting developed, The Koresn Govern-
ment!s determination not to vield an inch of sscred soil, 1f wedhersd
to in other areas ag untemable as Onglin, could aventually result in »
serious wzakening of the security forces osresently deployed in pood

defensive alignment alonp the prinsiple corridors between Secul and
the berder,

It is usually impossible to determine whether a specific border
insident has been precipitated by northern or southern mction and most
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of ths ocontinuing incidents sppear tc have only local sipgnificence.

There is no question, however, but what border incidents have &

definite part in the overall northern Korean plan for neutralisation

of southern Korea's capacity to resist. Border raids and battles are
designed probably to accomplish the following, northern Korean objeotives:
(1) to test the ospabilities of southern defenses; (2) to disorganize
and disperse defenss concentra‘ions along the two mein invasion routes
into southern Korea; (3) to force a oconcentration of Koream sacurity
foroes along the 38th Parallel, leaving the Republic®s interior exposed
to guerrille activity; (4) to maintain an atmosphere of fear in southern
Rorea; (5) to give combat experiemoe to northern Korean troops; and

(6) to forestall an invasion of the north.

CHINA

CCP ocommand shuffle--The recert assignment of leading Commmist military
figures to high politiecal poeitions may indicate that the Communiet High
Command now belleves the military phase of the revolution is all but
finished and of less importance than political and economic mspeats of a
peaceful future. Appointments of top-rank commanders CHEN Yi and L1U
Po-gheng to senior positions in Shanghai and Nanking, appear normal and
logical sinoe these seotors must of neosssity operate under martial law
for the present, While additionally reflecting the known Communist laock
of amccomplished administrators, these appointments nlso reflect a desire
to exploit the vast prestige of thess leaders and in some depree to re-
ward them for past accomplishmente. The Communist Party may also wish

to separate these tremendously popular soldier-herces from direct command
of their ocombat troops.

CHEN and LIU are expected to remain in charge of the lower Yanptze
valley at least through the consolidation stage:. In view of the need for
trade, the Communists also mey have decided to exploit these leaders®
reputation for being native-minded Communists, relatively tolerant of the
West, While unity of political and military policy in the lower Yangtze
valley thus is assured, the region may well emerge as a semi-independent
entity under CIEN and IIU, teking only general direotion from central
Comaunist headquarters.

For this purpose both men are excellent sholces and each has demon=
strated considerable past administrative ability in organizing military
rovernments in hls respective area during the period when military control
fron Yenan was loose and generalized. Since they remain availaeble for the
planning stages of any new operations, moreover, their abgence fron active
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cormand will oprobably not deirsct mntermllv from future nilitary
guacessse on the rart of such leaders as PENG Teh=-huai, LIN Plao snd
NISH Jung~chen, who retein their combat cmmands‘

Comunist infiluracion of Taiwmn-<thile the Nationaliste successfully
¢ acunted elementg of At least ai ~ht armies from Shenrhal and Tainrtarn
o Ralven, wping the island®s totel troops to at lesast 100,000, thers
is repgon to doubt Nuticralist sbility to derive sny sreet benalit froa
thiz coucentration of strenpth. !acent reports indicate that Comrunict
indiltration of the islend iz alrcady underway. Cormunist redic nraopa-
Feakla aimed at Teliwan, promisin-~ the Taiwanese "liberaticm" from Ha bl
elisd ()ppx"es“icn, is rerortedly reeting with "some success™. The (OF

i wlso said to Te buying over orowvincial officials, verticularly polics.

iv. addition, a ‘:.'5'; official on the island was reoently advised areing®
raveling on Yhe sastern coast of the island because of ihs nregense ~f
mitersusd ermed disslidents thers ‘ ,
donalist Governor CUEN Chany reportedily has 1ittls Sirct-iard

Lo u.ladve of' vhat is astually }mr'\--mnp ori Tedwan. There is & wice=
#9004 lack of gtability amony YNationalist nolitienl orowns and :dise-
Eneion 16 rife in yerular troon anlbs, as well 65 in the 4ir Forcs

i the Havy, Evecusted troops from Changhal end Teingtes cloy the
ports and progent a staprcering nilicting protlem in the nlready cvers
erowied island.  Poor and disorimtuste ry f)a\,. missrable Z.rs;aciem;:xip gt
Low merale csuse nome officilals to express “prest worry" It:uxacerxxs.%ag
Slinuned troop levalty,

¥

nin the Slastered t.”utl(rms?‘:s-‘ ranks on Teiwen there %s, as wet,

;’ grystelilized deternioelon m firht the Sommmrists, Tha

ergrrentze of cueh & de sirdinotion raraing neohlesmmtios.  AL4oasd
tany dnact onnesite Telwsn on the nainland, is already Corpaunist- ‘

sied i ite wegtern parts enl ¥roshow and Anwy, ite rador norte,
#ve Lhrestencd, the likelihood af diraet Comrmuniet militsev assnuls

e Dalimr. is s.,:u..; remove.  CHI AR Fad-shek, therafors, will pro\::»-‘;l-f"
ve plle to retain pcontrol of the faland at least throagh 1049 tuf,
LRy o Lonrer r'er*o'i, his pros =1 of withsbonding Comminist f.uv»‘l 7 b
e both of @ onalist eonfusion end of deep-sented Taiwaness arnge
Liare e his re;*ln-»e. BIG TITY DIOT,

¢ treneporietion Tacilitiza in the Yanptze valley ray pemit »
veoiv=l of somnerce in the newlw vssurled ares and, by pernittins

giivrmnte of rice, cotbon, eoal ard exrort cormodities, rayv Lrine
i I

reslores Yonrbze walley tre asnortemThe CCP's swli'y reopenins »f

Liirgtal sone meueare of tencor.ry econconie reilsf., Restoration of
Sy ;*hai's industry and sommarce, however, depends upon an adeqints
faedl gue

niy for the Shanghal Power Conpeny, smour sthar thi- B, abd

2
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the Pover Company presently uses oil for fuel. Although any oil
shortage ocould be partly alleviated by reconversion to coal, the
Conmuniste probably cannot transport enough cosl to maintain full
paver generation in Shanghai except by the movement of North China's
coal by meens of charterod foreign vessels.

The few river vessels left bshind by the Nationaliste in Sheanghei

8> other ports on the Yangtze Hiver began a Shanghai-llankow run on

$ June and two more scheduled runs were soon established. Overland
transport in the lower walley, ehiefly on the Tentsin-Pukow and
Hazkinr-Shenphai rallroad lines, has bLeen brisk. Smell amounts of
Ivainan coal have been rshed to Manking and Shanphai, as well us
laryer shipmeuts of rice and edible oils from Wuhsi and other rice
markets in the Yangtze delta., The Peiping-Hankow railroad is not

¥+t open to through traffic but e section in Honern province north of

Haukew shovld be in operation soon, ss should the Hanpohow=Nansharnyg,
section of the Chekiang-Kianpgsi rallrosd.

INIOCII A

£ac Dai's problems--Bao Dei arrived in Sairon on 13 June from Dalat
tn prepare plans for an exchange of letters between hinself and French
rh Comaissioner Plpnon and posaibly to amnounoe his oabinet as well
as arranfe a trip to lue snd Ianoi., There apnears to be a misunderw
standing between Pignon and the influeniial Governor of Coolilnchine,
Tranwvan-Ihuu, as to the timing of the Bao Dai cabinet announcement.
Pirnon expects this aotion to take place before Bac Dai's visit to
the¢ north, but lun believes that it may be postponed pending further
aorglderntion of the cabinet's comrosition. BHuu's view aprears the
mora likely, since the psrsonal feuds, Jealousies, and ambitions of
varinug political leaders are riving Bao Dei serious difficulty in
tre cholee of ministers. In this oonncstion, Bao Dei is assiduocusly
ecurtine oertain "moderate” resistence slements for inclusion in his
Foveromenta

Jospite High Cormissioner Pignon's efforts to implernent the Bao

Ml plar as rapidly as possible, French colonial "diehards'have revived
sing

the hope of crushing the resistance by nilitary forece and thus reimpo
f{ective French colonial control over all Indoch

Vhile other military officials are almost unanirons in

€8iring the ultimate return of complete Franch authority, they dlf7es
ar to the vest military stratesy under the cirowmstances. It ig anvarent,

el
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therafore, thet Bao Dai's many problems in ectivating his proposed
rerime will be aggravated by ssbotahme on the Frenoh administrative
lexal and his prospects of eventual success still anpear %o be very
PO,

CLLIFPINE

L v Erty el v TR
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Guirine nominated for presidency-«The Quirinista faction of the Liberal
Parily held its convention on 11 June and, ns expected, unexzimously
nomirated President Quirino as Party cendidate for the presidency.

ir: sonvention failed to agree on a vice-presidentinl nominee and
sdjourned on 12 June after resolving to let Quirine hinsclf choose

his runaning-nate. The problem of sslecting the 8-man senatorial

sinte was shunted to the Party's exeoutive cormittes.

Jose Yulo 18 now vcnsidered to be Quirine's probable cholces
Yals, & prewsr Jpeaker of the llouse, wos Chief Justice of the Supreme
Court in the Junanesze puppet govermment and is a prominent landowner
and sornoration lawyer. s nrice ie hirhey Quirine las teld the 8
suhaseador that, in return for accenting the viee-presidency, Yulo
wislies to be concurrently Secretary of Finance and have a free hand
in shapineg the Government®s plone for economic development.

Ferhaps the most significant political developrent at the comven=
tiom was Senetor Tanada®e dramatie and unexpested resirnation from the
piveral Party. Tanade, who has an excellen®t record and has wared an
agreensive fipght in the Senabe for honest povernment, had been asked uv
Froejdent Quirine te deliver the conwention's keynote addresa. In Hwo
ielters rrlesced tn *he puhlic on 12 June, Tamads reDused to deliver
- address, accoused louse Sneaker Pupenio Peres (President of the
weral Party) of benefitting finencially from the Chinese immiprution
mucta gysten end chevped Quirino with having riveor his anprovsl %o the
tate of aquotas. Tanada denounced the Litersl Party campaim for a
"giran, honest, mnd efficlent rovernment”™ as o "niece of hardened
synieism®, Both Quirivo and Ferog immediately denied the cherges,
Although the full efTect of Tenade’s recignation upon eleotion poliitics
annret ves be detemined, 1% i1s ocerdtain to result in sdditional vetes
sor Lanrel who has been posing ss en honest and efficient servant of
the people.

ey il
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